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KEY ECONOMIC INDICATORS 
(in millions of Swiss Francs (SF) unless noted) 


DOMESTIC ECONOMY 1989 

Average population (millions) 6.73 6.9 
Population growth (% increase) 0.9 1.6 
Nominal GDP, million SFR (adjusted) 290,360.0 326,955.0 
Nominal GDP, million USD 177,049.0 227,052.0 
Nominal GDP, per capita USD 26,307.0 32,858.0 
Real GDP in SF (% change) 3.9 -0.5 
Consumer Price Index (% change) 3.2 5.9 


PRODUCTION AND EMPLOYMENT 
Industrial production (% change) 2.8 
Industrial capacity utilization 89.2 
Labor force: 
industry and service (1,000) 3,048.0 3,093.0 
of which foreign 850.0 904.0 
Unemployment (annual average) 0.6 0.6 
Government budget balance 885.0 1,058.0 


FOREIGN TRADE, PAYMENTS BALANCE, FOREIGN EXCHANGE 

Exports of goods (FOB) 84,267.9 88,256.9 87,946.5 
Imports of goods (CIF) 95,208.6 96,610.9 95,031.5 
Trade balance -10,940.7 -8,354.0 -7,085.3 
Current account balance (adjusted) 11,486.0 11,974.0 12,801.0 
Foreign exchange reserves (year end) 39,620.0 37,210.0 40,232.0 
Average exchange rate (SF/Dollar) 1.64 1.39 1.44 
Revenue from tourism 11,500.0 11,855.90 12,080.0 
Expenditures of Swiss tourists abroad 9,540.0 9,915.0 10,550.0 


FOREIGN INVESTMENT IN SWITZERLAND 
Total (cumulative) NA 


U.S. (cumulative in million dollars) 23,488.0 25,199.0 26,443.0 


U.S.-SWISS TRADE (Swiss Customs Source) 

U.S. exports to Switzerland 6,080.0 5,920.6 6,971.4 
U.S. imports from Switzerland 7,439.0 6,977.4 7,153.1 
Trade balance -1,349.0 -1,056.8 -181.7 
U.S. share of Swiss exports (%) 8.8 7.9 8.1 
U.S. share of Swiss imports (%) 6.4 6.1 Fed 


PRINCIPAL U.S. EXPORTS IN 1991. Passenger aircraft and aircraft parts; 
EDP and office equipment; electrotechnical machinery and equipment; 
diamonds, other precious stones and jewelry; instruments for optical, 
medical, and industrial application; plastic materials 


PRINCIPAL U.S. IMPORTS IN 1991. Industrial machinery, including machine 
tools, textile machinery, printing and paper machinery; organic chemicals 
pharmaceuticals, dyestuffs; watches; jewelry; electrotechnical machinery; 


instruments and apparatus for optical, medical, and industrial 
applications 





SUMMARY 


Switzerland’s reputation as an island of steady growth, price 
stability, low interest rates, and budget surpluses was 
tarnished in 1991. After eight consecutive years of economic 
growth, Switzerland experienced a mild recession in 1991. 
Economic developments were characterized by stubbornly high 
inflation rates, high interest rates, and a pronounced 
weakening of business activity. Most macroeconomic indicators 
deteriorated. The Federal Government recorded its first budget 
deficit in five years. Industry, which operated near full 
capacity in 1990, reported declining capacity utilization rates 


and lower output. Unemployment rose gradually, from unusually 
low levels, throughout the year. 


The economy stagnated in the first half of 1992. However, a 
mild recovery is expected in the second half of the year. Real 
gross domestic product (GDP) is expected to grow, on average, 
by less than 1 percent in 1992. A growth rate of approximately 
1.5 percent is forecast for 1993. 


In 1992, decisions on several important issues will affect 
long-term economic performance. Most importantly, the Swiss 
Federal Council (the country’s seven member executive body) 
formally filed an application for European Community (EC) 
membership in May. Negotiations with the Community are 
expected to commence in early 1993. 


ECONOMIC PERFORMANCE AND OUTLOOK 


After eight years of economic growth, Switzerland experienced a 
mild recession in 1991. For the first time since 1982, real 
GDP declined by 0.5 percent. At a time when prices were rising 
by 6 percent, this decline in growth appears to be more of a 
mild slump than a recession. 


GDP declined again in the first quarter of 1992. Economic 
growth in Switzerland continues to be constrained by slower 
world trade and high interest rates. The timing and pace of 
recovery will depend heavily on export demand. Real GDP growth 
is not expected to recover until the third quarter. On 
average, forecasters predict the Swiss economy will grow by 
less than 1 percent in 1992. 


INFLATION AND INTEREST RATES. Switzerland, like Germany, is 
generally considered an island of price stability. Beginning 

in 1990, however, inflation rose steeply and remained stubbornly 
high despite the tightening of monetary policy and a consequent 
rise in interest rates. The acceleration of inflation in 
Switzerland was triggered by an overheated economy, spiraling 





rents due to mortgage rate increases, and a steep rise in oil 
prices. Inflation reached its peak in June-July 1991 with the 
rate of 6.6 percent. Swiss consumer prices rose by 5.9 percent 
in 1991, a figure above the OECD average. 


The Swiss National Bank’s (SNB) restrictive monetary policy 
started bringing inflation rates down beginning in the second 
half of 1991. By June 1992 inflation had fallen to 4.2 
percent, its lowest level in over two years. Barring any price 
shocks, forecasters predict inflation will drop below 4 percent 
by December 1992. Consumer prices are expected to rise by an 
average of 4 percent in 1992. 


The SNB is not likely to ease its restrictive monetary policy 
in the near future. Domestic inflation rates remain relatively 
high. In addition, most forecasters predict that the SNB would 
only increase liquidity and cut short-term rates if the Swiss 
franc gains strength or German interest rates fall. 


TRADE DEVELOPMENTS. Exports of goods and services account for 
approximately 35 percent of Swiss GDP. However, many of the 
country’s principal exports are cyclically sensitive capital 
goods. Switzerland’s trade sector was greatly affected by 
domestic and international economic weakness in 1991. After 
years of relatively high growth, the rate of trade expansion 
declined. Despite an increase in exports to newly reunified 
Germany, Switzerland’s largest trading partner, real exports 
and imports fell in 1991. The Swiss franc trade-weighted 
exchange rate sagged considerably in 1991. This situation was 
a factor in improving the trade balance, as was the weakness in 
domestic demand. The trade deficit narrowed to SFR (Swiss 


francs) 7 billion in 1991, down substantially from the previous 
year. 


According to leading economic forecasters, the demand for Swiss 
exports is expected to improve slowly in the second half of 
1992 as the industrialized economies pull themselves out of 
recession. At the same time, it is unclear whether the Swiss 
franc-trade weighted exchange rate will continue to weaken. 
Rising unemployment and low levels of consumer confidence are 
dampening spending. High interest rates continue to discourage 
investments in construction and capital equipment. 


ECONOMIC POLICY DEVELOPMENTS. In 1992, Switzerland will face 
several important issues which will impact the country’s 
long-term economic performance in a transforming Europe. 


--Immediately following the May 17, 1992 vote when the Swiss 
endorsed membership in the World Bank and the International 
Monetary Fund, the Swiss Federal Council (the country’s seven 
member executive body) formally filed an application for EC 


membership. Negotiations are expected to commence in early 
1993. 





--A vote on the European Economic Area Agreement (EEA) is 
currently scheduled for December 1992. However, the outcome 
and timing of the referendum are uncertain. The Swiss 
legislative process could delay ratification until sometime in 
early or mid-1993. The agreement, when ratified by all 
participants, will create a 19-country free trade area for 
European Free Trade Area (EFTA) and EC members. In preparation 
for the EEA, which is scheduled to enter into force on January 
1, 1993, the Swiss Government is aligning more than 60 
regulations and standards to EC law. 


LABOR DEVELOPMENTS. The Swiss labor scene in 1991 was 
characterized by three developments: a fall in employment; an 
unprecedented rise in the unemployment rate; and a hardening of 
the bargaining positions and a deterioration of relations in 
general between the social partners. While most forecasters 
predict a modest recovery for the Swiss economy in 1992, 
falling, or at best stagnant employment, caused as much by 
short-term cyclical influences as well as by structural changes 
with long-term effects, is expected to persist throughout 1992 
and into 1993. 


For the Swiss, accustomed for years to tight labor markets and 
negligible unemployment, the rapidity in the rise in 
joblessness has come as a shock. In 1990, 0.6 percent of the 
work force was registered as unemployed, a rate typical of the 
best part of the 1980s. In 1991 the unemployment rate rose to 
1.3 percent. According to the latest statistics, 2.7 percent 


of the labor force was unemployed in June 1992, a post-World 
War II. record. The total is still rising. 


The surge in the numbers out of work contrasts with the 
recession in the early 1980s: companies have been less 
reluctant to layoff surplus staff; the unemployed have overcome 
the stigma of registering; unemployment benefits are more 
generous than ten years ago; the social stigma attached to 
unemployment has lessened; and women and foreign workers have 
not withdrawn from the labor force as most of them did in the 
past. Nevertheless, a significant number of unemployed still 
do not register. Surveys to calculate approximately the number 
of the unregistered unemployed conclude that the current rate 
in Switzerland is near 4 percent. 


Despite the mounting number of unemployed, the Swiss Government 
has firmly rejected calls by the trade unions for reflation and 
large-scale job creation. This refusal partly reflects a 
traditional government policy of non-intervention in the 
economic cycle as well as the need to curb government 

spending. The most it has been prepared to offer is financial 
support for retraining programs. But government reluctance to 
intervene in the present situation also reflects fears that 
reflation would hinder necessary structural adjustments to 
reverse the country’s declining long-term competitiveness. 





In Switzerland, some 1.5 million workers are covered by 
collective bargaining agreements which link wages to the 
consumer price index. Such agreements have formed the basis 
for labor peace in this country during the past 50 years. Trade 
unions faced tough bargaining rounds with employers’ 
associations in the fall of 1991. As a result of the worsening 
economic situation, many companies, particularly in the textile, 
engineering, watch, graphics, and transportation industries 
have declared they are no longer willing to pay the full 
cost-of-living increase for 1992, let alone real wages 
increases. Against an annual rise in the cost-of-living of 5.9 
percent, nominal wages rose on average by 6.9 percent in 1991, 
real wages by 1 percent. Differences between employers and 
labor unions are by no means resolved, although tension between 
the social partners relaxed with the easing of inflationary 
pressure. 


While Swiss labor remains among the most expensive in the 
world, in international comparisons the Swiss still work longer 
hours than any other nationality in Europe. In 1991, they 
worked an average of 42.1 hours a week. The longest workweek, 
with 43.3 hours, was recorded for the construction and wood 
industries, the shortest for insurance and banks with an 
average of 41.6 hours. In no sector of Swiss industry or 
services has the workweek dropped below 40 hours. 


Agricultural Economy and Policy. Switzerland has the second 
highest farm subsidies among the countries of the Organization 
for Economic Cooperation and Development (OECD). The 
recession, the federal budget deficit, and political and public 
reluctance to invest additional funds into agriculture have 
increased pressure for agricultural reforms. Farm incomes 
declined in 1991. Prices were stable but input costs and 
interest rates increased. Even with steadily rising costs, the 


farmers’ greatest concern today is the proposed reform of Swiss 
farm policy. 


In February 1992, the government announced a new direction in 
Swiss agricultural policy. The government’s plan calls for a 
gradual increased reliance on direct income payments to farmers 
and less emphasis on supporting farm income through government 
set prices. The new income policy is consistent with general 
goals of the General Agreement on Tariffs and Trade (GATT). 
Direct payments in 1991 accounted for one-third of total Swiss 
expenditures on agriculture. This percentage will increase 
further with the latest price announcements. 


Swiss farmers strongly oppose EC membership because EC supports 
are substantially below those proposed by the Swiss 

Government. However, many farmers may be willing to accept the 
EEA, which excludes the agricultural sector. Farm input costs, 
such as machinery, buildings, etc., would be reduced under the 


EEA, but not farm prices. Swiss farmers would still receive 
additional direct payments. 





Agricultural Trade. The U.S. share of the Swiss $6.2 billion 
farm import market decreased slightly in 1991. This fall was 
largely the result of a one-third drop in the value of cotton 
imports due to the recession in the textile industry. The 
value of U.S. agricultural exports to Switzerland totaled $283 
million or 4.6 percent of all Swiss agricultural imports. 


Agricultural imports from the United States are expected to 
total almost $300 million in 1991. Cotton, tobacco, and 
almonds are the top three U.S. agricultural exports to 
Switzerland. While Swiss imports of U.S. grains are expected 
to further decline, imports of high-value products will 
maintain their steady growth. 


FOREIGN INVESTMENT. While the Swiss Government neither hinders 
nor actively encourages foreign investment, local and cantonal 
(state) authorities warmly welcome the establishment of 
operations by foreign companies. Swiss regulations generally 
accord national treatment to foreign firms. Legislation which 
controls foreign investment falls in the following areas: 
constraints on the purchase and resale of real estate; limits 
on the number of foreign personnel; licensing of foreign banks 
(not a major restriction) and insurance companies; the 
requirement of a majority of Swiss nationals on boards of 
corporations registered in Switzerland; and certain regulations 
in Swiss corporate law which protect companies from hostile 
takeovers. In addition to direct investment, numerous 
opportunities exist for licensing and joint ventures, without 
any restrictions on the transfer of capital or royalties. 


Switzerland is the fourth most important destination for U.S. 
direct investment abroad after Canada, Great Britain, and 
Germany. U.S. data indicate that the book value of U.S. direct 
investment in Switzerland in 1991 totaled $26.4 billion. The 
largest share of all U.S. direct investment in Switzerland was 
in finance, banking, and insurance. Over 26 percent was 


absorbed by the wholesale trade and only 4.7 percent by 
manufacturing. 


Currently, 14 U.S. companies, among them IBM, Philip Morris, 
Digital Equipment, NCR, McDonald’s, CPC International, and Dow 
Chemical, account for nearly half of all Swiss nationals 
employed by U.S. firms in Switzerland. Several of these 
companies have regional headquarters operations in 
Switzerland. The most notable exception to this pattern is 
Philip Morris, which recently purchased the confectionary 
company Suchard, and McDonald’s. In assessing the size and 
importance of the U.S. investment in Switzerland, allowance has 
to be made for Swiss-based holding companies which transmit 
funds to other foreign subsidiaries. 





IMPLICATIONS FOR THE UNITED STATES 


Switzerland has traditionally been an attractive market for 
U.S. business because of its economic stability, strong 
currency, and wealthy population. However, these once 
rock-solid indicators have weakened under the weight of the 
global recession. 


Despite the current economic slowdown in Switzerland, this 
country remains one of the more important destinations for U.S. 
manufactured exports. In 1991, the United States continued to 
occupy fourth place among the largest foreign suppliers to 
Switzerland, accounting for 7.3 percent of Swiss imports after 
the neighboring countries of Germany, France, and Italy. 1991 
was a surprisingly strong year for U.S. exports to Switzerland, 
with total exports reaching over $5.5 billion. The Swiss franc 
lost strength in 1991, slipping by 12 percent against the 
dollar. While U.S. exporters may regret this loss, the U.S. 
dollar still remains undervalued vis-a-vis the franc, helping 
the marketing appeal of U.S. goods. 


A major export success in 1991 was the delivery of most of the 
12 McDonnell Douglas MD-11 aircraft sold to Swissair to 
modernize its fleet. The total value of the export package was 
nearly $1.5 billion, almost one-fourth of the total U.S. export 
share in Switzerland for 1991. Except for this major sale, 
total U.S. exports to Switzerland would likely have dropped 
sharply in 1991, due largely to the economic woes in both 


markets. This lackluster performance reflects a slump in both 
consumer and public spending, growing unemployment, and the 
general slowdown of new capital expenditures. 


In the midst of the current economic doldrums and Switzerland’s 
growing orientation to the EC, products already established on 
the Swiss market should continue to sell well in many sectors. 
Likewise, U.S. firms that have positioned themselves to compete 
in the European Community should find themselves competitive in 
Switzerland. While prospects for many new-to-market firms are 
somewhat less promising at the moment, since potential partners 


or agents are postponing important business decisions, bright 
spots occur in a few areas. 


For instance, Switzerland offers a receptive market for 
products that offer state-of-the-art technology, especially 
where it provides laborsaving solutions. This is a high-cost 
country where, despite the rising unemployment rate, the 
skilled labor supply remains fairly tight. As a result, it is 
incumbent upon manufacturers and managers to seek alternatives 
to expensive and highly skilled labor. Thus, technologies 
involving computers, computer software, robotics, CIM/CAD/CAM, 
telecommunications (including local area networks), and other 
laborsaving industry sectors find important marketing 





opportunities in Switzerland. Other areas of promise include 
consumer goods, where Swiss retailers are seeking new niche 
products to spur consumer interest, and environmentally related 
products appealing to sectors which must comply with strict 
(and expensive) pollution standards. 


The essential ingredients for any U.S. firm seeking a 
successful entry into the Swiss market are a demonstrated 
commitment to the market, and a proven reputation for 
reliability and high quality products or services. 


The U.S. and Foreign Commercial Service (US&FCS) at the U.S. 
Embassy in Bern and the Consulate General in Zurich provide 
support to U.S. exporters, particularly those infrequent or 
new-to-market firms seeking a niche in this market. Besides 
service designed to provide tailored counselling and 
product/sector information, the US&FCS will support the 
following events to promote U.S. trade and tourism: 


Oct. 27-29, 1992 Montreux Travel Trade Workshop 


Nov. 3-6, 1992 Zurich IFAS (Medical/Health Care 
Trade Fair) 


Nov. 14-17, 1992 Geneva Air Forum ’92 (Air Traffic 
Control and Civil Aviation) 


Jan. 26-28, 1993 Zurich/Geneva Visit USA Seminar 


June 1993 Zurich Fleximation (CIM/Flexible 
Automation) 


September 1993 Zurich Meet America Business 


Meeting (State Trade Day) 
TRAVEL USA 


In spite oz somewhat uncertain economic conditions, all major 
Swiss tour operators forecast an excellent 1992. In particular, 
by all indications the United States remains as popular a 
destination as ever. Key factors which favor the United States 
are its good value, stability and safety, and healthy 
environment (attractive beaches/intact wilderness/vast 
expanses). 


War and unrest in the Mediterranean region (not to mention the 
pollution which plagues the area) work in favor of the United 
States as a travel destination. As a result, Swiss travelers 
have turned in droves to U.S. destinations such as Florida, in 
place of their traditional destinations such as Spain, Italy, 
the Canary Islands, and others. Swiss travel market insiders 
say that Florida, in particular, will attract many 
new-to-market tourists who, in follow-up trips, may return to 
visit other parts of the country. Overall, the forecasters 
predict increased repeat travel to the USA, as well as 
individual travel. 





Results for 1991 were positive as Swiss travelers to the United 
States topped 300,000. In the aftermath of the Gulf War, 
bookings for summer travel quickly picked up. In addition, a 
combination of favorable exchange rates and extensive 
promotions by airlines and travel agencies helped to erase 
shrinkage in tourism and business travel experienced during the 
war period. 1992 results are expected to exceed even this 
outstanding figure. 


A study performed by the prestigious School of Management and 
Business Administration in St. Gallen estimated that the 
average Swiss tourist to the United States stays two weeks and 
spends $2,700, exclusive of travel. Based on this figure, 
foreign currency revenues from Swiss travelers should have 
totaled over $800 million in 1991. 


While travel to the United States is expected to remain 
popular, market saturation may be nearing. The U.S. tourist 
industry must be active in promoting a diversified market if it 
wishes to continue to attract the high-spending Swiss. 
Therefore, development of new destinations and activities 
remains a top priority. 


The affluent Swiss like to travel individually and often seek 
offbeat destinations. These points are a plus for lesser known 
areas in the United States which will find opportunities in 
marketing to Swiss travelers. Tour operators, airlines, 
hotels, and other organizations serving the tourist industry 
actively participate in annual travel promotion events taking 
place in Switzerland. Two highly successful events are 
organized through the US&FCS in Bern--the U.S. Pavilion at the 
Travel Trade Workshop in Montreux and the Visit USA Seminars in 
Zurich and Geneva. The 1993 Visit USA Seminar in Switzerland 
is being organized in conjunction with U.S. Travel and Tourism 
Administration (USTTA) Milan to offer U.S.-based exhibitors the 
chance to participate in a coordinated two-country promotion. 























